
Attachment  A
:,.

93362135 Page ’ Of 4 :
3
~3
ip File Number ‘5991-795-l

72wom 39 001
1 9 9 8 - 0 5 - 0 4  14:12:16 
Cook County Recorder 29.00

\’

p;...!

j5tste 0f 3llinoi5
Gmce of

Ehe $Secretarg of jGt;lte
QDhereas, APPLICATION FOR CERTIFICATE OF AUTHORITY TO TRANSACT
BUSINESS IN THIS STATE OF

WPS ENERGY SERVICES, INC.
INCORPORATED UNDER TEE LAWS OF THE STATE OF WISCONSIN HAS BEEN
FILED IN THE OFFICE OF THE SECRETARY OF STATE AS PROVIDED BY TEFi
BUSINESS CORPORATION ACT OF ILLINOIS, IN FORCE JULY 1, A.D. 1984.

Now Therefore, I, George H. Ryan, Secretary of State of the State of
IIIinois, by virtue of the powers vested in me by law, do hereby issue
this certificate and attach hereto a copy of the Application of the
aforesaid corporation.

dll ~t3tiillOn~ %Uhereof, I hereto set my hand and cause to be
affixed the Great Seal of the State of Illinois,
at the City of Springfield, this 24TH

day of APRIL A . D .  1 9  98 and of
the Independence of the United States the two
hundred and 22ND .

AH+----
Secretary  of State

c-212.2
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1. '(a) CORpO~J-E~ME: WPS Eners'f Senrices, Inc. /'

(Complete Zem  1 (b) onfy  if  the ~arpofate name is not available in this state.)

@) ASSUMED CORPORATE NAME:
(By electing  this assumed name, the corporation  hereby agrees NOT to use its corporate name in the
transaction of business in Illinois.  Form BCA 4.15 is attached.)

2. (a) State or Country of Incorporation:  Wisconsin “’

@) Date of Incorporation: October 12, 1994 ’
(c) Period of Duration: Perpetual

3. (a) Address ofthe principal  office,  wherever located: @) Address  of principal  ofTice  in Illinois:
(if none, so state)

700 North Adams Street 3 Westbrook  Center - Suite 550

Green Bay, WI 54301 Westchester, IL 60154

J
4. Name and address of the registered  agent and registered oftics in Illinois. /

Registered  Agent C T CORPORATION SYSTEX
hlsi Name Mod/e Name Lasl Name

* 4pistered Oftice C/O C T CORPORATION SYSTEM, 208 S. LaSalle Street
N u m b e r stmet Stde X

5. States  and countries in which  it is admitted or qualified to transact  business: (Include state of incorpoation)

Wisconsin,  California,  Michigan, New Jersey, Ohio, Pennsylvania, West  Virginia

6. Names  and residential addresses  of off!cers  and directors:
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Fom BCA-13.15
Application for Certificate

of Authority to
Transact Business in Illinois

WPS Energy Services, Inc.

6. Names and residential addresses of officers and directors:

OFFlCERS

la!2 Name Ho. & Street aY State

President & CEO Phillip  M. Mikulsky 2759 Otto Ct. Green Bay WI
Vice President Darrell W. Bragg 20 Meadow Wood Dr, G ranv i l l e  OH
Vice President Mark A. Radtke 2648 Vonda Dr. Green Bay WI
Vice President Larry L. Weyers 939 Urbandale DePere WI
Secretary Francis J. Kicsar 1249 Reed St. Green Bay WI
Treasurer Ralph G. Baeten 1612 St. Christopher Ct. Green Bay WI

DIRECTORS

J?izmls No. & Street Qty State &

Ralph G. Baeten 1612 St. Christopher Ct. Green Bay WI 54304
Daniel P. Bittner 3535 Bay Highlands Cir. Green Bay WI 54311
Phillip M. Mikulsky 2759 Otto ct. Green Bay WI 54313
Patrick D. Schrickel 3410 Nicolet Dr. Green Bay WI 54311
Larry L. Weyers 939 Urbandale DePere WI 54115

54313
43023
54311
54115
54303
54304
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Form BCA-13.15
Application for Certificate

of Authority to
= Transact Business in Illinois

WPS Energy Services, Inc.

11. Interrogatories:

(4

(b)

’ (4

(4

W

Office or offices to which all contracts with the corporation are forwarded for final
acceptance:

677 Baeten Road, Green Bay, WI 54304

Number of shares of all classes owned by residents of Illinois:

None

Number of shares of all classes owned by non-residents of Illinois:

1,000

Is the corporation transacting business in this state at this time?

Yes

If the answer to item 1 l(d) is yes, state the exact date on which it commenced to
transact business in Illinois:

March 27,1998

N:!GROUPlEIECIRHW.SECSTATE\OFFDlRES.ILL
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3 Westbrook  Corporate Center, Suite 550
Westchester, IL 60154

Telephone: 708-449-4100
Fax 706-449-4122

February 17,200O

ILLINOIS POWER
ATTN:  Ms. Debbie Furman
ICES Services
500 south 27” Street
Decatur, IL 625252522

Dear Ms. Furman:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on February 18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve eligible electric retail customers within your service territory.

WPS-ES1  is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s  Federal Identification Number is 39-1802356, Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

Sincerely,

’Kirsten Young
Regional Director, Marketing
Kvounei~~w~senernv.com
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3 Westbrook Corporate Center. Suite 550
Westchester,  IL 60154

Telephone: 708-449-4100
Fax 708-449-4122

Febnmy 17,200O

COMMONWEALTH EDISON
ATTN: Ms. Charlene  McLaughlin
2100 Swift Dr.
Oakbrook. IL 60521

Attachment B
Page 2 of 8

Dear Ms. McLaughlin:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on February 18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve eligible electric retail customers within your service territory.

WPS-ES1 is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s  Federal Identiiication  Number is 39-1802356, Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

Sincerely,

/ Kirsten  Young
Regional Director, Marketing
Kvouns~w~senerw.com
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3 Westbrook  Corporate Center. Suite 550
Westchester, IL 60154

Telephone: 708-449-4100
Fax 706-449-4122

MIDAMERICAN ENERGY
Atln: Bill Walz
1 River Center Place
106 East 2”’ Street
Davenport, IA 52801

Dear Mr. Walz:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on February 18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve eligible electric retail customers within your service territory.

WPS-ES1 is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s  Federal Identification Number is 39-1802356,  Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

Sincerely,

’ Kirsten Young
Regional Director, Marketing
K~ouns~~wosener~v.com
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Westchester. IL 60154
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FOX: 708-449-4122
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February 17.2000

AmerenCIPS
ATTN: Mr. Robert J. Mill
607 East Adams Street
Springfield, IL 62701

Dear Mr. Mill:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on February  18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve eligible electric retail customers within your service territory.

WPS-ES1  is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s  Federal Identification Number is 39-1802356, Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.
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3 Westbrook  Corporate Center, Suite 550
Westchester, IL 60154

Telephone: 708-449-4100
Fax: 708-449-4122

February 17,200O

MT. CARMEL  PUBLIC UTILITY
Ms. Margaret Cotner,
Secretary of Treasury
P.O. Box 220
Mt. Cannel, IL 62863

Dear Ms. Cotner:Dear Ms. Cotner:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) forWPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on February 18,  2000.certification to become an Alternative Retail Electric Supplier in the state of Illinois on February 18,  2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve eligible electric retail customers within your service territory.ESI’s  intent to serve eligible electric retail customers within your service territory.

WPS-ES1  is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinojs,  Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Fnergy
Services. WPS-ESI’s Federal Identification Number is 39-1802356, Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will fotiard the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

Sincerely,

@T
Kirsten Young
Regional Director, Marketing
Kyouneia)wu,senergv.com
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3 Westbrook Corporate Center, Suite 550
Westchester.  IL 60154

Telephone:708-449-4100
Fax:708-449-4122

February 17,ZOOO

ALLIANT ENERGY
ATTN:  Gene Rater
200 First Street, SE
P.O. Box 351
Cedar Rapids, IA 52406-035  1

Dear Mr. Reuter:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on Febnmy 18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s  intent to serve  eligible electric retail customers within your service territory.

WPS-ES1 is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s Federal Identification Number is 39-1802356, Dunn & Bradstreet  Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

Regional Director, MarketingRegional Director, Marketing
Kvoun~@wusener~v.~on~Kvoun~@wusener~v.~on~



ENERGYSERWCES
Z N C O R P O R A T E D

Attachment B
Page 7 of 8

3 Westbrook  Corporate Center, Suite 550
Westchester, IL 60154

Telephone: 708-449-4100
Fax: 708-449-4122

February 17,200O

CENTRAL ILLINOIS LIGHT COMPANY
A’ITN:  Ms. Cheryl Reynolds
300 Liberty Street
Peoria, IL 61602

Dear Ms. Reynolds:

WPS Energy Services Inc. (WPS-ESI) will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois on Febrmry  18, 2000.
In compliance with the requirements established by the ICC, let this letter serve as notification of WPS-
ESI’s intent to serve eligible electric retail customers within your service territory.

WPS-ES1 is headquartered in Green Bay, Wisconsin and has regional offices in Westchester, Illinois, Port
Huron, Michigan, Traverse City, Michigan and Columbus, Ohio, where it does business as FSG Energy
Services. WPS-ESI’s Federal Identification Number is 39-1802356, Dunn & Bradstreet Identification
Number 84-173-9824 and Illinois State Tax Identification Number 2919-6981 TLV. We will forward the
Docket Number and/or Certification Number as soon as it is assigned by the ICC.

/q$iidzPT
Kirsten  Young
Regional Director, Marketing
Kvounef~w”se”erev.com
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3 WarlbrwkConorate mar, SUM 550WMw&?r, IL 60154
Tele‘thOW  70&449400

F&“:706-4494122

February 17,ZOOO

ATTN: Ms. Maureen Borkowski
P.O. Box 66149
MC333
St. Louis. MO 63166-6149

Dear Ms. Borkowski:

WP$ Energy Services, Inc. @‘I’!+&ESI)  will apply to the Illinois Commerce Commission (ICC) for
certification to become an Alternative Retail Electric Supplier in the state of Illinois, In compliance
with the requirements established by the ICC, let this letter serve as notification of WPS-ESI’s intent
to serve eligible electric retail customers within your service territory.

W&ES1 is headquartered in Green Bay, Wisconsin and has re8ional offices in Westchester, Illinois,
Port .Huron, Michigan, Traverse City, Michigan, and Columbus Ohio, where it does business as FSG
Energy Services. WPS-ESI’s Federal Identification Number is 39-I 802356, Dunn & Bradstreet
identification Number 84-173-9824 and Illinois State Tax Identification Number2919-6981 TLV.
We will forward the Docket Nurnberand/or  Certification Number as soon as it is as@ned by the
ICC.

Sincerely,epy
Regional Director, Marketing
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Reciprocity - Certification of Compliance with Section 16-115(d)(5)

This attachment provides the basis for WPS-ESl’s certification that it complies with the

requirements of Section 16-115(d)(5) of Act 220. This compliance is based on the fact

that electric power and energy can not be “physically and economically delivered” to the

service areas of WPS-ESI utility affiliates.

BACKGROUND

Section 16-115(d)(5) describes the reciprocal service that must be provided in the case

where the applicant, its corporate affiliate, or its principal source of electricity owns or

controls electric transmission or distribution facilities. For WPS-ESI the relevant case

involves corporate affiliates. As previously stated in the application, Wisconsin Public

Service Corporation (WPSC) and Upper Peninsula Power Company (UPPCO) are

affiliates of WPS-ESI. Each of these companies owns and controls electric

transmission and distribution facilities for public use and for delivery of electricity to end-

use customers in a defined geographic region.

Although these affiliates have been and will continue to be strong advocates of retail

electric competition and customer choice at their respective legislatures and utility

commissions, neither of their electric service territories are open at the time of this

application. The State of Wisconsin is focusing on the infrastructure needed to support

a reliable competitive market, and has required utilities to file tariffs by March 1, 2000,
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that allow large customers to respond to market price signals and risks WPSC is

working with the customers and the PSCW to design these tariffs to allow customers to

buy their interruptible portion of capacity and energy from the market, through the utility,

during peak periods of the summer of 2000. These steps are important ones towards

open access for retail customers. Michigan has begun a phase-in plan that will achieve

full open access by l/1/2002. WPSC and UPPCO, along with other small utilities in

Michigan, are proposing to open their areas at the same time but without a phase-in

during the first two years since their system loads are small. Although the MPSC has

been focused on Detroit Edison and Consumers Power to date, WPSC and UPPCO

could voluntarily open their service areas when the commission is ready to address

their cases. It is this difference between the status of deregulation in Illinois and the

status in Wisconsin and Michigan that raises potential reciprocity issues for WPS-ESI.

As we understand the intent of restructuring legislation addressing these issues

(Section 16-115(d)(5)), utilities that have opened their service areas to competition in

Illinois should be assured of having comparable rights to compete in the service areas

controlled by utility affiliates of the ARES applicant. This right “to compete” applies to

areas where “electric power and energy can be physically and economically delivered”

by the Illinois companies. The primary basis for WPS-ESl’s certification that it complies

with this reciprocity requirement is that power and energy can not be “economically

delivered” by utilities in Illinois to retail customers in the service areas of WPS-ESl’s
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utility affiliates, In addition, until significant upgrades are made to the Illinois-Wisconsin

transmission interface, WPS-ESI believes power and energy can not be “physically

delivered” from Illinois to the WPSC and UPPCO retail customers. Details describing

these conditions are provided below.

ECONOMICAL DELIVERY

To determine if Illinois utilities can economically deliver power and energy to retail

customers in the WPSC and UPPCO service areas, the utility rates in these areas must

be compared to total electric supply and delivery costs of serving these customers from

an Illinois energy source. Because Section 16-115(d)(5) does not suggest a

comparison method or definition of economic delivery, WPS-ESI has developed three

optional methods for making the above comparison. These comparison options include

the following:

A. Power Purchase Option (PPO) Comparison

B. Market Index Comparison

C. Incremental Cost Comparison

Comparison “B” uses a market index based supply option as a mid-range comparison

to the high and low range set by the supply options in the other two comparisons, as

will be described later in this attachment. The basic components of each comparison

are as follows:
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. Costs of producing or purchasing power and energy in Illinois

n Wheeling over the alternate transmission paths from Illinois to WPSC (e.g. CE-WE

and CE-ALTE)

. Delivery through the WPSC transmission and distribution system to end-users

n Total system losses

The total of these costs for the Illinois option can be compared to the retail customer

rate that most fairly and appropriately represents equivalent costs. Since WPS-ESI is

applying to serve customers 1 MW and greater, comparisons will be made for this

customer class only.

For purposes of making these comparisons and judging competitiveness in the service

areas of WPS-ESl’s utility affiliates, Commonwealth Edison (CE) provides the best

comparison option for Illinois utilities. Even though other Illinois utilities may have lower

supply costs, the CE option represents the most competitive option when additional

wheeling costs to move power further through Illinois and into Wisconsin are

considered. Delivery service and power supply tariffs filed by each Illinois utility support

this conclusion. The most reasonable WPS-ESI affiliate to compare the CE option to is

WPSC for two reasons. First, two additional wheeling charges are needed to get to

UPPCO, WPS-ESl’s other utility affiliate, from Illinois. Secondly, the transmission
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system to upper Michigan simply does not allow for firm imports to the UPPCO service

area from Wisconsin due to physical constraints on the system.

The details of comparisons “A”, “B”, and “c” are described below. WPS-ESI believes

the results of these comparisons demonstrate that no Illinois utility can economically

deliver power and energy in the service areas of WPS-ESl’s utility affiliates. Therefore,

WPS-ESI has demonstrated that it is in compliance with the reciprocity requirements of

16-l 15(d)(5).

A. Power Purchase OHion Comparison

In this first comparison, the cost basis for supply that CE delivers to the WPSC service

area is the market price of power and energy that CE can charge its customers who

choose to purchase supply from the utility. This price is obtained from CE’s Rider PPO

and is the Load Weighted Average Market Value (LWAMV) rate, which reflects

adjustments for the characteristics of CE’s system and customers. This is the price at

which CE can sell its freed-up generation to customers in its service area, and as such,

it is a reasonable proxy for the price of generation that can be sold in Wisconsin. An

around-the-clock average of the market price of firm power and energy is represented

by this price. It is assumed that the system average load factor for large industrial

customers on the WPSC system is roughly equivalent to that on the CE system. For
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purposes of calculating capacity, distribution, and transmission charges, 80% is

assumed.

The above power and energy components along with delivery components listed on

page 3 represent the total price an industrial customer of WPSC would see if they were

to be served by CE from Illinois. This total can be compared to the total electric rate

WPSC industrial customers pay, 32.1 $/MWh, based on rates approved in 1999. As

Table I shows, the CE option is 39-44%, higher than rates charged by WPSC,

depending on the approved transmission path. This comparison demonstrates that

Illinois companies can not competitively or economically serve industrial loads in WPSC

service areas.

Table I - Power Purchase Option Comparison
$IMWh Notes

Power and Energy 30.7 From CE PPO Rider, LWAMV
calculation for customers over
1,000 kw demand

Transmission to WPSC 3.2-4.7 CE-WE path, CE-ALTE path, firm
point-to-point, 80% load factor

WPSC delivery 6.6 T&D delivery charges, system
averaae load factor. from Docket
N o .  6690-UR-111

Sub-Total 40.5-42.0
CE Total with Losses 44.6-46.2 Total system losses @ 10%
WPSC Averaae Industrial Rate 32.1 $/MWh Docket No. 6690-UR-111

CE as % of WPSC = 139-144%
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B. Market Index ComDarison

The above comparison used PPO tariffs from CE as a cost basis for power and energy,

This second comparison uses market index prices to determine the price of power and

energy that CE could deliver to WPSC. As a licensed wholesale energy marketer,

WPS-ESI is often searching the electric markets in the Midwest for supply and price

information. A commonly used source for power and energy information in the industry

is Power Markets Week (PMW).  A weekly index price for on-peak financially firm

energy and off-peak energy is published by PMW for the Corn Ed Hub and MAIN.

Using the 1999 annual average of the weekly peak index for the ComEd Hub and a

MAIN average of off-peak prices, an average market price for power and energy can be

calculated. Off-peak figures are not listed at the Corn Ed Hub which is why MAIN

averages are substituted. To dampen the effects of severe price spikes during the last

week of July and provide a conservatively low average index for 1999, the price for this

week can be replaced with the average of each week before and after the price spike.

The resulting average market price for power and energy is 23.7 $IMWh. Assuming the

capacity portion of these index prices mirrors the marginal cost of peaking capacity,

approximately $5/kw-mo at 100% load factor, this market price is 25.4 $/MWh at an

average industrial load factor of 80%. WPS-ESI believes this price is a fair

representation of Illinois supply costs and is a mid-range alternative comparison to the

supply costs used in Table I.
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Table II outlines the total costs of serving customers in the WPSC service area using

the above supply option and shows that CE’s delivered cost is 20-26% higher than what

the customer pays with WPSC. With this source of supply as well as the one in Table I,

CE can not reasonably and economically deliver power and energy from Illinois to the

service area of WPS-ESl’s utility affiliates.

Table II - Market Index Comparison
$IMWh Notes

Power and Energy 25.4 1999 average of weekly index from
CE hub, source is Power Markets
Week, financially firm energy, 80%

Transmission to WPSC, WPSCdelivery
load factor

Sub-Total
Total with Losses
WPSC Average Industrial Rate

3.2-4.7 CE-WE path, CE-ALTE path, firm
point-to-point, 80% load factor

6.6 T&D delivery charges, system
averaoe load factor, Docket No.
6690-UR-111

35.2-36.7
38.7-40.4 Total system losses @ 10%

32.1 $/MWh Docket No. 6690-UR-111
I I

CE as % of WPSC = 120426%

C. Incremental Cost Comparison

This third case provides the most conservatively low estimate for CE and the lowest

price option for power and energy. It uses an energy rate that represents a simple

system-wide annual average of on and off peak generation on the CE system. CE’s

Rider 4 tariff for Parallel Operation of Customer Generating Facilities is a source for this
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rate. When a $5/kw-mo marginal cost of capacity is added to the energy rate in this

tariff at 80% load factor, the resultant power and energy price is 19.9 $/MWh. This is

the same capacity charge referred to in B - Market Index Comparison.

To make a fair and equivalent comparison to these CE costs, the system average for

WPSC’s generation and the same CT based marginal cost of capacity must be used to

set the WPSC rate. WPSC’s generation buy-back rate is based on avoided costs,

including marginal energy, which is has a greater similarity to market based energy.

This buy-back rate does not reflect the average costs of WPSC generation and does

not therefore, make for a reasonable comparison to CE’s Rider 4 prices,

As Table Ill shows, this comparison results in CE prices exceeding WPSC by 3-8%.

While numerically this comparison provides CE with the best opportunity of the three

comparisons to serve retail customers in WPSC territory, a product based on this

comparison is not economically marketable. The Rider 4 supply costs represent the

lowest possible energy price available in CE territory since it is based on average utility

generation made up of nuclear units and off-take contracts from units that were sold.

This generation is required to serve CE’s anticipated remaining native load and does

not represent the marginal cost of serving additional load such as retail load in

Wisconsin, Market prices are much better proxies for these marginal costs. In addition,

it does not make reasonable economic sense to sell energy on a firm long term basis to
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other markets at a price that is less than 20 $/MWh, when it can be sold under the PPO

Rider for over 30 $/MWh. To overcome the delivery costs associated with selling into

Wisconsin, even this low rate would need to be subsidized by CE customers or

shareholders to be competitive.

Table III - Incremental Cost Comparison
$IMWh Notes

Power and Energy 19.9 CE Rider 4, simple system average
of on and off peak energy, plus
marginal cost of capacity ($5/kw-mo)
at 86% load factor

Transmission to WPSC 3.2-4.7 CE-WE path, CE-ALTE path, firm pt-
pt., 80% load factor

WPSC Delivery 6.6 T&D delivery charges, system
average load factor, Docket No.
6690-UR-111

Sub-Total 29.7-31.2
Total with Losses 32.7-34.3 Total system losses of 10%

WPSC with equivalent power and 31.7$/mwh WPSC simple system average of on
energy cost and off peak energy, plus equivalent

marginal cost of capacity ($5/kw-mo)
at 80% L.F, plus T&D charge, plus
system losses, Docket 6690-UR-I I I

I I
CE as % of WPSC = 103-108%

The comparisons between CE and WPSC show that CE and other Illinois utilities can

not deliver power and energy to service areas of WPS-ESl’s utility affiliates on a

competitive basis because; (1) under the PPO Comparison CE’s rate would be 39-44%

higher than rates charged by WPSC; (2) under the Market Index Comparison CE’s cost
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would be 20-26% higher; and (3) under the Incremental Cost Comparison CE would

exceed WPSC by 3-8% and need to offer a product that lacks sound economics.

PHYSICAL DELIVERY

In addition to the economic comparisons made above, WPS-ESI believes power and

energy can not be physically delivered to the service areas of its utility affiliates until

major upgrades to the Illinois - Wisconsin transmission systems are complete. CE is

currently working on a 345 KV upgrade between Lockport and Lombard substations

near Chicago. This upgrade is scheduled for completion by summer of 2001. Until it is

completed, the system between Illinois and northeast Wisconsin will be highly

constrained and will not allow reasonable physical transfer of power and energy to

serve firm retail loads on a year round basis. Once the line is completed and factored

into MAIN power transfer calculations, the physical capability will need to be

reevaluated. South to north transfer capability will improve between Illinois and

Wisconsin but some restrictions will continue due to loop flows on the system. The

annual re-certification process required of an ARES applicant will allow for future review

of all the factors effecting access, including physical capability, as they relate to WPS-

ESl’s reciprocity compliance.

Today the northeastern Wisconsin and Upper Peninsula of Michigan electric markets

are highly constrained. WPSC has historically imported 15% of its firm electric needs,



Attachment C
Page 12 of 14

These imports have come predominately from economical generating sources to the

west and north over a single 345 KV line into Wisconsin. Loop flows also occur from

the south over a 345 KV network connecting Illinois and Wisconsin with approximately

50% of these transactions flowing over each path. Transactions from an Illinois

generation source would also create loop flows with about 15% of the load flowing over

the western interface. Constraints on these systems lead to firm Available Transfer

Capability (ATC) ratings well below zero in summer peak months (June-August). ATC

levels during winter peak months are higher than these summer figures but still only

allow for a small portion of the Wisconsin market to be purchased from Illinois. Any

new attempt by Illinois generation to serve firm wholesale requirements or retail load in

WPSC or UPPCO territory will exacerbate the constraint problem over the western and

southern interfaces until significant system upgrades are completed or existing

transactions are cancelled. Table IV below shows the most recent calculations for

summer 2000 firm ATC over several paths from Illinois companies to Wisconsin and

WPSC. The results consider flows on both interfaces into northeastern Wisconsin and

show that firm transmission service is over subscribed.
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Table IV - Summer 2000 Transfer Capability - IL to WI (I)

Calculated Firm ATC
Path MW (2)

IP - Alliant East -16
IP -WE -944
IP - WPS (3) n/a
CE - Alliant East -260
CE-WE -223
CE - WPS -264

Notes:
1. Data from summer base case (fpx sum00 f) posted to OASIS 1 l/3/99, for peak

Period June through August, source company to delivery point
2. ATC = Available Transfer Capability reflects physical capability of the system

Less reservations, capacity benefit margins, and transmission reserve margins
3. This path is not a calculated ATC direction

WPS-ESI believes the existing transmission system does not allow Illinois companies to

serve firm energy requirements of an open access retail market in northeast Wisconsin.

Due to the system constraints and generating capacity shortfalls that exist in

northeastern Wisconsin, non-firm service from Illinois is also not a viable product since

retail loads require high degrees of reliability. According to MAIN Historical

Transmission Loading Relief data through 3” quarter 1999, over 100 incidents of line

loading relief were called that directly limited transactions on the southern and western

interface with northeast Wisconsin. These relief calls prevent starting of any new non-

firm transactions from Illinois to WPSC or UPPCO and cut any existing non-firm service
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as firm service comes on. Retail customers generally can not take the risk of such

frequent cuts in transmission service.

Summary

WPS-ESI complies with the reciprocity requirements of Section 16.115(d)(5) because

electric power and energy can not be physically and/or economically delivered from

Illinois to the service areas of its utility affiliates. The physically constrained

transmission system has no new firm, and unreliable non-firm, delivery capability for at

least the certification period applied for by WPS-ESI. The economics of producing or

purchasing power and energy in Illinois and delivering it to WPSC or UPPCO retail

customers do not allow Illinois companies to compete economically. Tables I and II

show that the Illinois options exceed rates paid by WPSC industrial customers by 20-

44%. Even if the lowest price system average power is sold to Wisconsin rather than to

Illinois customers, total costs are still higher than the equivalent rates of WPSC as

shown in Table Ill, Furthermore, the sale of this system average energy is not a good

economic option for CE since it serves their native load requirements and can be sold

as a PPO for a 50% higher price.
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Bond No. 11133489093

LICENSE OR PERMIT BOND

KNOW ALL MEN BY THESE PRESENTS:

THAT WE, WPS ENERGY SERVICES, INC., as Principal, and FIREMAN’S FUND
INSURANCE COMPANY, a corporation duly incorporated under the laws of the State of
California, and authorized to do business in the State of Illinois, as Surety, are held and firmly
bound unto, the PEOPLE OF THE STATE OF ILLINOIS, in the penal sum of Thirty Thousand
and no/l00 ($30,000.00)  Dollars, for the payment of which we hereby bind ourselves, our heirs,
executors and administrators, jointly and severally by these presents.

THE CONDITIONS OF THIS BOND ARE SUCH, that the said Principal has applied for an
Alternative Retail Electric Supplier License in accordance with the requirements of the ordinance
of said State of Illinois, and has agreed to hold said State of Illinois harmless from any damage
by reason of their engaging in said business.

NOW, THEREFORE, if said Principal shall faithfully perform all the duties of Alternative Retail
Electric Supplier License according to the requirements of the ordinance of said State of Illinois,
and protect said State of Illinois from any damage as hereinbefore stated, then this obligation
shall be null and void; otherwise to remain in full force and effect.

This bond may be terminated as to future acts of the Principal upon thirty (30) days written
notice by the Surety; said notice to be sent to P. 0. Box 19280, Springfield, IL 62794-9280, of
the aforesaid State of Illinois, by certified mail.

Signed and sealed this 4rh day of February, 2000.

WPS ENERGY SERVICES, INC. ,

Principal

FIREMAN’S FUND INSURANCE
COMPANY

BY: p&ti?d
Ja e H. Fennell,  Attorney-in-Fact
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-> I FIREMAN'SFUNDINSURANCECOMPANY
NATlON~~~~TYCORPORnTION ASSOCLATEDINDEMNITYCORPORATION
THE AMERIhNlNSURANCECOMPANY AMERICANAUTOMOBILEINSURANCECOMPAh3'

GENERALPO&'EROFA'ITORNEY

KNOW ALL MEN BY THESE PRESENTS: That FIREMAN’S FUND INSURANCE COMPANY, a California corporadon.  NATIONAL SURETY CORPORATION.
an lllinais  corporaIion.  T H E  A M E R I C A N  I N S U R A N C E  C O M P A N Y .  a New  Jersey corporalion  rcdomcsticrted i n  Nebraska.  A S S O C I A T E D  !NDEMNlTY
CORPORATION. a Clliromia  corporation.  and AMERICAN AUTOMOBILE INSURANCE COMPANY, a Missouri corporadon.  {herein collcctivcly czJ~;~ec”;;pf”ics”)
dots each hcrcby appoint Janice H. Fennell, Frank A. Word, Jr. and Rxhard C.
Knoxvill&, TN.

their  uyc and lawful Altomcy(s)-in-Fact.  with  full  power  of authority hcrcby confcrrcd  in their  name. place and slcad. 10 cxccuIc.  seal. acknowlcdSc  and dclivcr  any and rll  bends.
undc~i,ings,r~ogniuncesorolhcrwrit~cnobligalionsinihenalurethercoC  - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

and 10 bind the Corn
*P

anics  lhcrcby  as full
by tbc Companies ,Y.

and 10 the same alent  as if such bonds  wcrc signed by the Presidcm.  scaled  with tic corpaatc  suls of lhc Campanics  and  duly atlcstcd
cerctq.  hereby rab ymg  and confimdng  all  that !bhe said Attorney(s)-in.Facl may do in Ihe pnmiscs.

TIds  paw ol altdmcy is q&d under and by the aulhorily  ol Aniclc VII of tic By-laws of FIREMAN’S FUND INSURANCE COMPANY. NATIONAL SURETY
CORPORATION. THE AMERICAN INSURANCE COMPANY, ASSOCIATED INDEMfilTY  CORPOKATION  and AMERICAN AUTOMOBILE INSUKANCE  COMPANY
which provisions arc now in rdl rorct and drw
NATIONALSURETY  CORPORATION:

“ARTICLE VII. APPOINTMENT AND AUTNORITY  OF RESIDENT SECRETARIES. AITORNEYS-1N.FAC-I’ AND AGENTS TO ACCEPT LEGAL PROCESS AND
MAKE APPEARANCES

44. &&,~,DJ The Chairman olthc Board of Dircclors.  Ihc  Pnsidca.  any Vice Presidcnl  or any olhcr  pcrson  wthorizcd  by the Baud of Dirtctors. the Chairman
of Ihc  Board ol Direcmrs.  Ih; Prcsidcnl  or any Vice Prcsidcm  may. from time  IO dmc.  appoint Hesidenl  Assi+nt  Sccrclarics  and Auomcys.in.Fact  to rcprewnt  and XI for  and
on bchallollhc  Corporadon  a.nd AScar  10 accept  &!a,  pmccss  and mrkc appcarmccr  Iwand  on bchalrcdlhc  Corporadon.

45. m. Tbc authority  al such Resident Assistam Sccrcttics.  Altomcys-in-Fact and Agcnu shall be as prescribed in the instmmcnt  cridcncing  their
rppoinlmcnt.  Any such appuinlmcnl  and alI aolhorily  granlcd  lhcrcby  may be rcvokcd  al any lime by Ihe Board of Dirccmrs  or by any pcnon rmpotwred  IO make such
appoinlmcnl.”

FIREMAN’S’ FUND INSURANCE COMPANY, THE AMERICAN INSURANCE COMPANY, ASSOCIATED INDEMNITY CORPORATION AND AMERICAN
AUTOMOBILE INSURANCE COMPANY:

“Ark/t VII Appoinrmenr  and Aurhoriry  of Rcridem  Sccrc~aties,  Allom~yk-Focr  and AgcnD  IO accrpr lrgol  F’roce~r  and M& Appemmcrr.

Scclion  45. Appoimmem.  The Chairman of the Doad of Dircclors.  the President. any Vice Prcsidcn!  or any other person  aulhorizcd  by the Board of Directors. the
Chairman olthc Board of Diredon.  the Prcsidcnl or any Vice President may. from lime IO lime. appoint Resident Assistanl  Sccrc~tics and Anomcys-in-Fact  10 rcprwnl  and XI
ror md on bchall  of tbc Corporadon  and AScnls  10 accept  legal process and make appearances for  and on behalf or the Corporation.

Swion  46. Atrll~nri~.  The authority of such Resident  Assislant  Sccrclarics.  Allameys-in-Fact  and Apcnls  sharl bc as prcscribcd  in !hc i?suumcnt  cvidcncinp  lhcir
appointmenl.  Any such appoinlmenl  and all aulhorily  granted lhcreby  may bc revoked at any time by Ihe Baud or Directors or ,by any pcrson  ~mpowvcrcd  to m&x such
appoinmxnl.”

This owcr  of ruomcy is signed  and scaled under Ihc aulhorily  of the fQ&Xving  Rcsoludon  adopted by the Board al Directors of FIREMAN’S FUND INSURANCE COMPANY,
NATPONAL  SURETY COKPORATION.  THE AMERlCAN  INSUKANCE  COMPANY. ASSOCIATED INDEMNITY CORPORATION and AMERICAN AUTOMOBILE
,NSURANCE  COMPANY a, a mceli”S duly called  and held. or by tit&n  c‘msc”,.  0” thc.l%h  day of March. 19% and  said Resolution  has not  been  amcoded  arnpcaled:

“ijESO+VED,  that  Ihe  signature of any Vice-Prcsidcnl  Assislant  Sccrcwry.  and Resident Assistant Sccrcwy  ol the Comp?nics.  id the seal or the
companl~s  may be arfixcd  or printed  on any  power of atmmey.  00 any rcvocadan  or any power  of auomey.  or an any ccmficatc rclsdng  ticrclo.  by
racsimilc.  and any power or a~~omcy.  any  rcvocadon  of any pow or attorney. or certificalr bearing  such facsimile signawrc  or lacsimilc  seal shall bc
valid and binding upan the Cornpanics.”

I N  W I T N E S S  W H E R E O F ,  the Cam B its have caused Ih s
this&dayol uly I

r~senls  10 bc signed  by their Vice-President. and their  corporas seals  to be
,a.

STATE OF CALIFORNIA 1

COUNTY OF MARIN

On this
19 1 9 9 9

day 0r July ,-.berorcmcpersanallycarne Harold N. .Marsh Lo mc known. who. being by mc duly
sworn.  did depose  and say: Gut hc is a Vice-President ol each company, dcscribcd in and which cxcculd Ihc above instmmcnt:  Hal et knows the seals  of the s?id Companies:
lha# the suls afixed  lo tic said insbwnenl arc such company s&s; that dxy wcrc so affircd by order ol tic Doard of Dircclors  of sud companies and thal he ngned  his nanmc
,hcrcto hy like order.

1N WlTNESS  WHEREOF. I have hrrcunm 1.3 my band and affixed my omcial  seal. the day and year hcrcio  first above  willcn.

Commission # 1163726
Notory  Public - Colifania

STATE OF CALIFORNIA
ss.

COUNTY OF MARIN

1. the undcrsigncd,  Resident  Assistant  Sscr;tary of cnch,compa.ny.  DO HEREBY CERTIFY Ihat  the fqaing  and altachcd POWER OFAlTqRNEY  remains in lull force and
ha not been  revoked: and funhemwrc  Ihat Aniclc  VII of Lbc By-laws of each  company. and the Rcsolubon  01 Ihe Board of DirccKxs:  ICI  forth  tn Ihe Power oIA110mcy,  are now
in kc.

Signd and scaled at Lhc  County  or Main. Da&d e-..-..-.- dayor FEBRUARY 2000.-.. . ..I
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LOAN AGREEMENT

DATE: August 6,1996

LENDER: WPS Resources Corporation

BORROWER: WPS Energy Services, Inc.

AGGREGATE PRINCIPAL AMOUNT: $13,000,000

In consideration of the mutual agreements herein contained, the above
designated Lender (“Lender”) and Borrower (“Borrower”) agree as follows:

2.

3.

4.

5.

6.

7.

Lender hereby agrees’to loan to Borrower funds not exceeding the above-
designated aggregate principal amount for a term not exceeding 10 year(s) from
the date hereof.

The loan shall be made in one or more advances as requested by the Borrower,
provided that the minimum advance shall be $ 100,000.

A term sheet substantially in the form attached hereto, as Exhibit A shall
evidence each advance.

Each advance shall be repayable on such date within the term of this loan
agreement as the Lender and Borrower may mutually determine.

Each advance shall bear interest on the unpaid principal amount thereof from the
date of the advance to the date of repayment at an interest rate equal to the
federal rate last previously published by this Internal Revenue Service for loans
with a term comparable to that of such advance; interest on each advance shall
be due and payable on the maturity date specified in the term sheet for such
advance.

Borrower agrees to repay each advance with interest at the principal office of the
Lender in Green Bay, Wisconsin on the maturity date specified in the term sheet
for such advance.

All advances and payments hereunder shall be made in such cash or currency of
the United States of America as at the time of advance or payment is legal
tender for payment of public or private debts.
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IN WITNESS WHEREOF Lender and Borrower have executed this Agreement
as of the date above written:

LENDER:

BY:

BORROWER:

BY:

ATTEST:
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TERM SHEET
For advance pursuant

to Loan Agreement dated August 6, 1996,
Between Lender and Borrower.

DATE:
LENDER:
BORROWER:
PRINCIPAL AMOUNT OF ADVAN&:
MATURITY DATE:
INTEREST RATE: Prime

LENDER:

BY:
TITLE:

BORROWER:

BY:
TITLE:

N:\group\general\forsUoan agreement.doc .
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December 14,1995

ay, Wisconsin 54307-9001

Re: WPS RESOURCES CORPORATION

Dear Mr. Bittner:

Pursuant to your request for a rating on the above-captioned program, Standard & Poor’s Ratings
Services, a division of The McGraw Hill Companies, Inc., has reviewed the information
provided to us and has assigned the rating of “A-l+” to this program.

We will maintain continuous rating surveillance on the above-captioned program in accordance

i

with Standard & Poor’s policies. In order to maintain our rating surveillance, we must receive a
come short-term debt surveillance form at the end of each quarter.F o r m s  wiI1 b e  s e n t  u n d e r
separate cover. the non-delivery of any of such information may result in the withdrawal of our
rating. Standard & Poor’s relies on the issuer and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating.
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Mr. Daniel P. Bittner
Wisconsin Public Service Corp.
December 14, 1995
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This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. You understand that Standard & Poor’s has not consented to, and
will not consent to, being named an “expert” under tbe federal securities laws, including without
limitation, Section 7 of the Securities Act of 1933. In addition, it should be understood that the
rating is not a “market” rating, that is, it is not a recommendation to buy, hold, or sell the
securities. Standard & Poor’s reserves the right to advise its own clients, subscribers, and the
public of the rating.

We are pleased to have had the opportunity of being of service to you. If we can be of further
help, please do not hesitate to call upon us.

Very truly yours,

Curtis Moulton
Managing Director

;mak
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- ,. . .
tieChurch Slroot
NewYork.NY10007

.lurlllilry 2, 1 990

Dear Mr. Batten:

RA'I'ING: P-l
ISSUER: WPS Rtaunrccs  Corp.
ISSUE I)ESCRIPTION: Cnmmercid  Paper

Sllould you lmve my qucsl:ionx refgwding ihis, please do not. hcsil~ate to
contact mc at (2 12) 553-7879,
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Backgrounds and Qualifications

Ms. Rikki Stanley-Lo//es. Vice President of Illinois Oaerations
Ms. Stanley-Lolles directs the company’s activities related to the supply of gas to retail
customers in the State of Illinois. She has over 20 years of natural gas industry
experience, including seven years in a management capacity, and has been involved in
energy trading, supply management and long term marketing in the Midwest.

Ms. Kirsten Youns - Regional Director, Manaoer
Ms. Young works directly with retail gas customers in Illinois coordinating the various
services offered by the company. She has over 5 years experience serving some of
Illinois’ largest industrial energy users

Mr. Phi//i0 M. Mikulskv, Sr. VP Development WPS Resources. CEO WPS Enerqv Services
Mr. Mikulsky’s current focus is on the development and deployment of the unregulated
entities under the WPSR Holding Company. He has over 28 years of gas and electric
experience, including 20 years in a management capacity, in both the regulated and
unregulated energy markets. He has also had significant involvement with the Federal
Energy Regulatory Commission, State Regulatory Commission and the MAIN and MAPP
reliability regions.

Mr. Mark A. Radtke. President- WPS Enemy Services
Mr. Radtke’s current focus includes the unregulated energy markets and development of
energy products that meet strategic and operational needs of customers. He has over 15
years of gas and electric industry experience, including three years in a management
capacity, in supply, generation and transmission control, and development of hardware and
software energy management products.

Mr. Daniel Verbanac, Vice President - WPS Eneruv Services
Mr. Verbanac is responsible for the wholesale electric and natural gas activities including
supply, transportation, transactions and trading. He has over 2 years of energy trading
experience.

Mr. Chris Matthiesen, Director Electric Consultiml
Mr. Matthiesen’s duties include tariff and energy supply analysis and negotiation, strategy
development and regulatory review. He has over 2 years of energy trading experience.

Mr. William Boerschinqer. Power Trader
Mr. Boerschinger’s duties include being responsible for wholesale capacity, energy and
ancillary services transactions in the MAPP, MAIN, PJM and ECAR reliability regions. He
has over 15 years of utility system operating experience.




